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The  shar^  decline  in  industrial  prooucti on  .ouri ng  the  first  quarter  of 
1940,  as  measured  by  the  federal  reserve  index,  did  not  result  in  any  sub- 
stantial decrease  in  total  n on  a g r i  c u lt ur a l  employment,  according  to  a  season- 
al adjustment  of  bureau  of  labor  statistics  data.    employment  in  some  indus- 
tries not  included  among  those  entering  directly  into  the  federal  reserve 
sample  did  not  decline;  and  jobs  in  trade,  service,   and  t r an s p 0 ra t i  0 n  are 
little  affected  by  temporary  fluctuations  in  industrial  production. 
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SIMIAHY 

The  downward  trend,  in  economic  conditions  affecting  the  domestic 
consTuner  demand  for  farm  products  apparently  ended  in  April.  Industrial 
activity  turned  upward  in  the  first  part  of  May,  and  the  decline  in  con- 
sujner  purchasing  power  appeared,  to  he  ahout  over.    Prior  to  invasion  of  the 
Lo?/  Co\mtries  hy  G-ermcny  the  hiisiness  and  dem?nd  outlook  definitely  pointed 
to  §'r3dual  improvement  over  the  next  few  m.onths.     Since  then  the  smashing 
G-erman  drive,  which  ma.y  settle  the  -.var  one  way  or  another  within  a  shorter 
period  of  tim.e  than  most  people  had  exT^ected,  ha,s  added  an  element  of  uji- 
certciinty.    Sarly  termination  of  the  war,  or  Fiounting  indic.ations  that  it 
may  end  within  a  year  or  less,  would  necessitate  complete  reappraisal  of 
the  outlook.    This  is  especially  tru.e  if  G-ermiany  should  he  victor. 

The  actua^l  cessation  of  hostilities  would  affect  the  industrial 
situation  in  m.any  fundamental  v^ays;  anticipation  of  this  by  businessmen 
might  so  affect  confidence,  huying  and  inventory  policies  as  to  alter  the 
trend  of  business  activity  during  the  next  few  months,  even  if  these  fears 
finally  prove  to  be  ujiwarranted.    However,  since  the  final  outcomie  of  the 
now  G-ermian  drive  m^ay  not  be  knov/n  for  quite  some  tim:e;  and  since  the  new 
vigor  of  the  war  v.dll,  in  the  interim,  tend  toward  intensified  Allied  buy- 
ing of  industrial  products  from;  the  United  States,  appraisal  of  the  probable 
future  trend  of  business  conditions  over  the  next  few  mo.nths  re!:iains  es- 
sentially unchanged.     If  the  v/ar  turns  into  a  more  vigorously  conducted 
see-saw  conflict  on  a  new  frovit,  the  effects  on  United  States  business 
conditions  during  the  remiainder  of  ISihO  might  be  definitely  stimulating. 

The  European  War  has  had  nn  increa.singly  adverse  effect  upon  ex- 
ports of  United  States  farm  ^^^''oducts.    Except  cotton,  which  is  still  being 
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exported  as  a  resiilt  of  orr'.ers  placed  in  past  months,  ex-ports  of  nearly 
all  importoiit  commodities  to  the  helligeronts  h:„ve  prr.ctically  ceased. 
Exports  to  EuropoaXi  neutral  nations  also  are  "being  drr'Stically  curtailed. 
The  spread  of  hostilities  in  7]urop3  may  h'^ve  more  -^avorahle  longer-time 
effects  on  export  demand,  cut  there  is  little  -orospect  of  any  ininediate 
and  substantial  jDic'mp. 

Incor.e  from  sale  of  farm  products  increa.sed  so"^ie  from  March  to 
April  and  remained  higher  than  for  the  corresponding  month  of  193 5 • 
G-overnment  pa^'ments  which  were  lower  in  April  tha^n  in  March  and  helow 
April  of  la.st  year,  are  expected  to  contirue  small'^r  than  those  a.  year 
earlier  for  severa^l  months.     In  view  of  the  higher  level  of  consumer  in- 
come compared  with  a  year  earlier,  incor.e  from  sables  of  fairm  products 
should  continue  to  he  higher  in  the  next  few  months  than  during  the  cor- 
responding m.onths  of  1^'39» 

A  sTJJumairy  of  the  situa.tion  hy  corim.odities: 

Cotton:  With  the  recent  spread  of  the  war,  doriestic  cotton  prices 

declined  ahout  1  cent  in  the  first  haJf  of  Ifey,   out  were 
still  1/2  cent  a.hove  a.  year  ago.    r-omestic  r.ill  activity 
declined  seasonally  in  April.    Further  declines  are  ex- 
pected unlc'^;s  m.anuf a.cturers  ^  sales  increase.     The  out- 
look for  consuijpti'^n  in  Sur'^pe  is  now  loss  la.vora'ole, 
particularly  in  3elgir.n  and  Eolland,  vrhere  appro xim.ately 
600,000  Dcdos  of  cotton  are  constu/ied  ajinually, 

?/heat:  Dor.estic  whea.t  prices  have  declined  since  the  week  of 

April  22.     Som.o  decline  took  place  prior  to  May  I3  ir^- 
fluenced  hy  improved  domestic  crop  conditions  aaid  hea^vy 
r.arketings,  and  thereafter  prices  declined  sharply  follow- 
ing the  turn  of  events  in  Europe. 

Feed  grains:     Corn  -prices  advanced  a.hout  S  cents  per  bushel  following 
G-err.an  occupatien  of  Norwaiy  tut  recent  declines  ha.ve 
carried  prices  hack  to  ahout  wha.t  they  were  in  ear  13^ 
April;  prices  of  other  feed  grains  have  also  ieclined  re- 
cently.   Weather  chiring  April  was  favorahle  for  the  improve- 
ment of  pa.stures  ^nd  hay  crops.    Ab-^ut  2^  million  bushels 
of  corn  have  been  sold  for  export  under  the  corn  exnort 
subsidy  -Drogram  recently  announced  by  t?\e  Federal  Surnlus 
Corjnodit ie  s  Go rnorat ion . 
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Oilseeds  and 
fats  pnd 
oils: 


factory  production  of  fats  and  oils  in  the  first  quarter  of 
19^40  was  17  percent  greater  than  a  year  earlier,  and  net  im- 
ports were  sharply  reduced.    Prices  of  domestic  oilseeds  and 
of  most  fats  and  oils  v/ere  higher  in  April  this  year  than 
last,  reflecting  a  generally  stronger  demand  situation. 
Prices  of  lard,  'greases,  beef  fats,  and  coconut  oil,  how- 
ever, vrere  somewhat  lo^er,  chiefly  "because  of  increased 
supplies  of  lc?rd  and  greases  in  this  country  and  of  copra 
in  the  Phili-npincs. 


Hogs: 


Lamhs: 


Cattle : 


Slaughter  supplies  of  hogs  during  the  last  ^  months  (May- 
Septemher)  of  the  current  hog-marketing  year  will  continue 
!n\ich  larger  than  a  year  earlier.    The  increase  over  a  year 
earlier  may  he  slightly  less  percentagewise,  however,  than 
it  was  during  the  past  7  rionths.    Marketings  v/ere  reduced 
fairly  sharply  in  the  last  half  of  April,  ?uid  this  decrease 
was  accompanied  hy  a  substantial  rise  in  prices*    Hog  prices 
wealiened  slightly  in  ea,rly  May  as  marketings  aga-in  increased. 

Weather  >?j.id  feed  conditions  during  April  v/ere  quite  favor- 
able for  the  development  of  the  early  lamb  crop.  Marketings 
of  early  Ic^mbs  were  snaller  than  a  year  ea.rlier  during  April, 
but  supplies  of  early  lambs  in  May  and  June  probably  will  be 
larger  this  year  than  last.    Prices  of  both  old  and  nev/  crop 
lambs  in  ca.rly  May  were  little  different  from  a  year  earlier • 

InsToected  slaughter  of  cattle  in  the  first  -4  r.onths  of  igUo 
totaled  about  5  percent  larger  than  in  the  corresponding 
period  of  1939 >  ''^'^-'^  total  slaughter  supplies  of  cattle  in 
l^ho  are  not  expected  to  be  greatly  different  from  those  of 
1939*    Prices  of  all  grades  of  sla.ughtcr  cattle  advanced 
during  April  but  y/eakened  slightly  in  early  May,    Prices  of 
feeder  steers  have  risen  fairly  sharply  •  since  late  winter 
and  are  now  a  little  higher  than  they  were  a  year  earlier. 


Wool: 


Domestic  prices  of  most  wools  declined  moderately  in  the 
early  part  of  April  but  later  in  the  m.cnth  advances  were  re- 
ported en  a  few  lines.    United  States  mill  consumption  of 
apparel  wool  in  March  was  35  percent  below  the  peak  of 
October  1959  "^'^^  ^^s-s  slightly  larger  than  average  March  con- 
sumption for  the  10  years  I929-3S.    Domestic  stocks  (carry- 
over) of  apparel  wool,  on  a  grease  basis,  at  the  end  of  March 
were  the  smallest  in  6  yeo.rs  of  record.    It  appears  likely 
that  the  carry-over  of  good  quality  vrools  into  the  IQkO-hl 
soG.son  will  be  small  in  South  America,  and  the  Union  of  South 
Africa, 


Butter: 


Chaiiges  in  consumption  and  retail  r)rices  indicate  that  consumer 
expenditures  for  butter  in  March  were  a.bout  I6  percent  larger 
then  in  the  scone  m.onth  in  1939  •  is  expected  that  consumer 

expenditures  for  butter  duriiig  the  coming  sumrier  will  continue 
decidedly  higher  than  in  the  summer  of  1939"         April  there 


was  a  small  seasonal  decline  in  butter  prices.    Most  of  the 
seasonal  decline  usually  occurs  before  mid-Msy;  this  year 
some  recovery  in  prices  appeared  early  in  May. 

Egg  and  chickon  prices  during  the  remainder  of  I9U0  are 
expected  to  increase  relative  to  a  year  earlier  because  of 
the  expected  increase  in  consumers'  incomv^s  and  the  expected 
smaller  supplies  of  chickens  and  eggs» 

Early  prospects  indicate  that  fruit  supplies  during  the  19^^.41 
Reason  probahly  v/ill  be  smaller  than  a  year  earlier,  which 
tof^other  with  improvod  consumer  dem-^d  in  domestic  markets 
may  offset  to  a  largo  extent  the  possible  loss  of  exports 
occasioned  by  v/?r  conditions  in  Surope,    Ma^rket  -orices  of 
now  potatoes  declined  sharply  during  recent  v/eeks  fe.s  ship- 
ment ij-  from  California  and  Ij'lorida  increased.    Market  supplies 
of  truck  crops  continue  smaller  than  a  year  earlier,  and 
prices  of  som.e  individual  items  advanced  contra-seasonally 
during  recent  v/eeks. 

Prior  to  invasion  of  the  Low  Countries  by  Crermojiy  the  business  and 
demand  outlook  definitely  pointed  to  gradual  improvem.ent  over  the  next  few 
montJis»    Since  then  thj  snashin^^^  Gorman  drive,  which  mciy  settle  the  war 
one  v^e^r  or  another  v/itnin  a  shorter  period  of  time  than  most  people  had 
expected,  has  abided  an  tle;»i3.vit  of  ijncertainty •    Sarly  term.ination  of  the 
v/ar,  or  mounting  indications  that  it  may  end  within  a  year  or  less,  would 
nocessitato  complete  reappraisal  of  the  outlook*    This  is  especially  true 
if  Germany  should  bo  victor.    The  actual  cessation  of  hostilities  would 
affect  the  industrial  situation  in  many  fundamental  v/a^^s;  anticipation 
of  this  by  businessmen  right  r.o  affect  confidence,  buying,  auid  inventory 
policies  as  to  alter  the  trend  of  btisiness- activity  during  the  next  few 
mr^nths^  even  if  these  fears  finally  prove  to  be  unwarranted.  However, 
since  the  final  outcome  of  the  new  G-er:mn  drive  nay  not  be  known  for  quite 
some  time,  and  since  the  new  yigor  of  the  war  will,  in  the  interim,  tend 
toward  intensified  Allied  buying  of  industrial  products  from  the  United 
States,  appraisal  of  the;  proba.blo  future  trend  of  business  conditions  over 
the  next  few  months  remains  essentially  unchanged.    If  the  war  turns  into 
a  more  vigorously  conducted  see-sa.w  conflict  on  a  new  front,  the  effects 
on  United  States  biisiness  conditions  during  the  remainder  of  19^0  might 
bo  dofixiitoly  stimulating. 

Industrial  production,  after  experiencing  only  minor  fluctuations 
since  the  end  of  March,  turned  slightly  upward  in  the  first  half  of  May.  , 
The  decline  in  consumer  income,  which  wa.s  only  moderately  affected  by  the  . 
sharp  contraction  in  productive  activity  during  the  first  quarter  of  19^0, 
probably  is  about  over.    Conditions  in  the  leading  industries  still  indi- 
cate, hov:ever,  that  althoijgh  the  business  recession  is  ended  there  will 
be  no  irjiediate  sharp  rise  sufficient  to  stimulate  consumer  demand  in  any 
mai'ked  degree.    Ample  inventories  of  industrial  goods  in  the  hands  of 
processors  and  distributors  probably  will  prevent  a  rapid  recovery. 


Poultry: 


Fruits  and 
vegetables: 
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The  decline  in  ind-astrial  pro^^uction  from  12S  percent  of  the  I923- 
25  average  in  Deceir.oer  1935        arcane.  101  in  April  was  sufficient  to  have 
resulted  in  a  dangerous  iiiiprirr:ent  of  business  confidence  if  other  condi- 
tions had  been  conducive*     It  appears,  however,  that  ousinessmen  generally 
were  much  more  a';7are  than  usual  of  the  necessitj-^  for  a  period  of  readjust- 
ment, and  hence  were  not  stampeded  into  a  panicky  liquidation  movement 
when  the  decline  ^'ot  luider  way.    Tho  relatively  low  level  of  commodity 
prices  at  the  "Deginning  of  tho  decline  also  contriouted  to  the  absence 
of  hasty  liquidation,  as  did  the  fact  that  the  European  War  v.-a,s  in  progress • 
Additions  to  inventories  late  in  13"^9  were  m.ade ,  in  large  m.easure,  as  in- 
surance against  war  uncertainties •    These  war  uncertainties  continue  to 
be  an  important  factor  in  the  situation. 

Although  inventories  in  the  hands  of  processors  and  distributors 
are  probably  at  least  as  high  now  as  in  August  1937 »  j"^'s-S'^  before  the 
I937-3S  depression  started,    uhere  is  no  evidence  that  businessm.en  in  gen- 
eral will  seek  to  carry  small-^r  stocks  of  goods.     The  possibility  that 
hea\^'-  inventory  liquidation  might  occur  dr.ring  the  recent  recession  in 
business  was  the  miost  dangerous  element  which  might  hcwve  contributed  to  a 
prolongation  and  intensif ica.tion  of  the  decline.     Indications  that  the  wa.r 
in  Europe  and  other  factors  v;ould  prevent  any  such  panicky/  liquidation, 
however,  apparently  have  thus  far  proved  to  be  correct. 

Recoveries  frcmx.past  recessions  sir.ilar  in  general  character  to 
that  in  the  first  quarter  of  l9'^-0  frequently  have  been  based  on  inventory 
repl?.cement  made  necessary  by  the  fact  that  production  was  allo'.ved  to 
fall  considerably  bolov?  current  consumption  levels.    At  this  time,  the 
fact  that  inventories  still  are  ample,  even  with  v/ar  uncertainties  taken 
into  considera-tion,  points  to  no  a,dditional  increase  in  inventories.  Any 
recovery  which  we  will  h,ave  during  the  next  fe\7  r.onths,  therefore,  will 
have  to  cor:e  from  three  possible  sources:     (l)  an  increase  in  the  exuorts 
of  industrial  products,   (2)  increased  moveriont  of  goods  into  consum.er 
channels,  (3)  increases  in  uroduction  in  those  industries  in  which  output 
has  been  allov-'ed  to  fall  below  current  cons'am^ption.     Conditions  pointing 
to  on  increase  in  exnorts  of  indr.strial  products  in  I9H0  over  1939  have 
been  discussed  in  previous  issues  of  this  report.     Thus  fa.r,  these  ex- 
ports have  increased  about  in  line  ?;ith  expectations  and  probably  will 
continue  well  a.bove  last  year. 

Most  lines  of  consumiers*  goods  manufacturing  ai^d  distribution  have 
been  operating  at  rel.atively  high  rates  f^^r  sorio  time.     It  is  expected 
that  the  net  contribution  of  the  Federal  C-overnment  to  national  buying 
power  will  increase  after  June  r?.s  a  result  of  increo.se s  in  farm,  benefit 
payments  and  W.P.A.  and  defense  exi^enditures .    By  the  end  of  the  year 
this  net  contribution  is  expected  to  be  nearly  tvTice  as  grorot  ros  it  is  at 
present.    This  will  help  to  support  a  comparo.tively  heavy  m.ovem.ent  of  goods 
into  cons^JTiing  channels,  but  no  substojitial  increase  is  expected  in  the 
near  future.    Additional  final  consum.ption  of  industrial  goods,  therefore, 
would  have  to  coi-:e  largely,  either  from  increased  capital  exuenditures  or 
a  rise  in  building  construction.    The  former  urobably  will  be  slow  in  de- 
veloping, and  is  not  likely  to  initiate  any  rise  in.  business  activity 
from  present  levels.    Residential  building  activity  is  picking  up  well. 
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foil-lowing  the  sharp  slump  which  from  last  October  to  January  carried  the 
Federal  Reserve  index  of  residential  building  down  by  more  than  22  per- 
cent to  the  lowest  point  since  Augiist  193^*    Residential  contracts  award- 
ed are  again  on  the  uptrend  ajid  during  April  were  substajitiallj/  above  the 
corresponding  period  of  1935 s        compared  with  some  reduction  during  the 
first  quarter.    Applications  for  FeHrA»  g-iarpjiteed  lopns  were  Uo  percent 
higher  in  April  than  a  ;;-oar  s?^^lierJ  suggesting  further  extension  of  the 
improvement.  "The  outlook  for  other  typ-ses  of  construction  is  not  so 
f  £i.vorable  • 

A  large  part  of  the  decline  of  industrial  activity  from  December 
through  April  is  attrioutable  to  tho  drop  in  steel  output  as  backlogs 
s.ccumulated  last  fall  wr..re  reduced.    Althoi-igh  exa.ct  figTj_res  are  not  avail- 
able,  it  is  estim.ated  that  steel  production  fell  below  c'orrent  consujnp- 
tion.    Unless  consumption  is  reduced  m.ore  than  is  nov/  indica.tci  by  the 
general  business  situation,   steel  production  will  show  some  iniDrovom.ent 
d'jjring  the  next  few  months.     Steel  mill  operations  alrea,dy  seem  to  have 
passed  the  bottom,  with  ingot  output  advancing  from  60  to  7^  percent  of 
capacity  in  recent  weeks.     This  recovery  is  even  m.ore  proncujiced  if  allow- 
ance is    m-ade  for  the  usual  sec.sonal  downti'rn  at  this  time  of  year.  There 
has  been"  some  ex]Dansicn  in  nev/  orders  for  steel  since  r;id-lvlarch,  v^ith  the 
demiand  for  steel  for  riiscell-ancori-s  uses  and  exports  continuing  strong. 
Unless  production  for  the  IQ-^l  ciutomobile  r.odels  is  unduly  delayed,  it 
appears  tha.t  the  possible  increase  in  steel  outuut  alone  would  result  in 
a  moderate  increase  in  the  Toderal  Reserve  index  of  industrial  production 
this  su.mmer. 

Although  there  is  little  probability  that  increases  in  production 
mid  consumier  income  will  be  as  large  in  the  recovery  period'  now  starting 
as  in  1939  ^'^'hen  industrial  products  were  being  produced  for  inventory  as 
v;ell  as  for  satisfying  a  growing  domestic  and  export  dem;and,  there  have 
been  nujncrous  signs  that  the  expected  period  of  rcadjustm.ent  has  about 
rm  its  course  and  tha,t  some  lift  in  industrial  -oroduction  and  in  other 
factors  which  affect  the  demies  tic  consimer  demand  for  farm,  products  is 
in  prospect.    Uncertainties  added  by  recent  war  developrnxOnt s  do  not  as 
yet  alter  essentially  this  apX'raisaJ  of  the  outlook. 

EaPCRT  DEHA5D 

Recent  develoTDrnvent s  in  the  European  War  have  not  changed  grea-tly 
the  export  demand  outlook  for  the  next  few  mionths.  a.t  least,  but  carry  im- 
plications of  eventual  change-s  of  greater  imnoortance. 

During  the  first  7  nonths  of  the  wa.r  exports  of  some  farm  products, 
notably  fruit,  tobacco,  and  wheat,  were  grea.tly  curtailed.    Exrports  of 
som.e  comjnodi ties,  pa-rticula,rly  cotton,  hog  products,  soybeans,  dried  beans, 
and.  canned  vegetables  were  much  higher  than  a  year  ea.rlier.    As  noted  in 
previous  issues  of  this  reuort,  these  changes  in  ciroorts  v/ere  only  partly 
attributable  to  the  outbreak  of  the  European  War.    As  tim.e  pa.ssed,  however, 
and  the  belligerent  nations  were  able  to  put  into  effect  more  comiplete 
war-time  controls,  the  real  effects  of  the  war  uron  ex;:orts  of  our  farm 
products  became  increasingly  evident.    These  effects  were  a,lri0st  altogether 
adverse. 
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kb  the  present  tine,  thr  ■belligerents  havy  practically  csased  taking 
United  States  pork  pr'^l^icts,  -/heat,  tohacco,  fruits,  and  nany  car.ned  vege- 
table?.    Although  cotton  coa-orte  ar?  continuing  at  a  coiirpar3tively  rapid  ^ 
rate,  these  shipment ?■  represent  cotton  previously  purchased,  and  no  sales  V 
bo  these  countries  are  being  lusde  at' present,    j^^creover,  G-reat  Britain  has  put 
into  effect  d^^aetic  rEstriotiors  cn  hoiiif.  ccr!3umpticn  of  ccttcn  products,  and 
has  further  lindted  the  shj.pping  space  allocated  to  cotton  from  this  country. 
In  other  words,  .;0  far  as  our  ma^or  agricultural  coiaraoolties  are  concerned,  the  | 
belligerents  have  ajiiiost  ceased  to  cffer  a  nrzrket , 

The  United  Stat'^s  also  has  been  largely'  shut  off  from  neutral  markets 
in  Europe,  a  condition  Tvhich  wculc  be  intensified  by  possible  e:d:ensicn  of 
the  xvar  to  Southeastern  Europe,    jlll  of  this  means  that  a  large  part  of  the 
United  States  export  market  for  farm  products  has  been  at  least  tem.porarily 
cut  off.    To  make  matters  worse,  the  fall  of  sterling  and  other  currencies 
in  relation  to  the  dollar,  as  vjell  as  other  economic  and  political  consider- 
ations, have  iniprovec.  the  conp'C-titive  position  of  other  surplus  aigri cultural 
producing  areas  relative  to  tb.at  of  the  Unit'-d  States,  ,  ■■• 

Additional  unfavorable  indications  as  to  th^-  longer-time  effects  of 
xTar  on  exr^orts  of  T'nited  States  fan-  products  are  to  be  found  in  the  increase 
of  cultivated  lard  in  Great  I'ritain,  a  prcgri.an  looking  to  the  increase  of 
tobacco  production  in  French  Morocco,  discussions  looking  to  increased  scybcaji 
production  in  Canada  as  a  ^var  m'-asure,  and  British  steps  designed  to  place  , 
great ar  reliajice  on  countries  other  than  the  United  Staters  for  cotton  im.ports.  ■ 

On  the  other  hand,  th^r;-^  are  some  recent  developments  which  seem  to 
favor  future  increases  ir^  e:'rr;orts  of  United  States  farm  products.    The  spread 
of  the  European  conflict  tends  to  create  ne'-'"  deinards  on  the  British  navy  which 
may  m.ake  transportation  from  diatant  markets  more  difficult  and  expensive,  thus 
giving  a  rela;tive  advantage  to  the  sacrt  ocean  route  from:  IJorth  j\merica.  If 
these  tendencies  continue,  the  Allies  may  find  it  necessary  to  divert  a  larger 
proportion  of  their  purchases  or  farm  products  to  the  United  States  and  Canada, 
Moreover,  intensification  of  the  v;ar  will  cause  an  increased  drain  on  Allied 
financial  resources,  thus  bringing  up  the  possibility  of  future  extension  of 
credits  to  the  belligerents  and  the  attendant  iaaolic ations  v.'ith  respect  to 
purchases  of  agricultural  comjioeities  in  this  country. 

The  spread  of  hostilities  to  Scandinavia  and  other  European  neutral 
countries  has  cut  off  some  British  sources  of  supplies,  particularly  of  pork, 
evaporated  milk,  and  egge.    This  may  later  result  in  increased  ei-irport  demand 
for  these  comimodities  in  the  United  States.     It  is  evident,  ho77ever,  that  no 
imraediate  and  substantial  increase  in  exp^ort  demand  is  likely  to  result.  Great 
Brit r in  c<"n  offset  the  loss  of  pork  supplias  form^erly  received  from  European  ' 
countries  by  incrra-ses  in  imports  froFi  Canada,  increased  substitution  of  South. 
American  beef  for  pork,  decreased  domestic  consmnption  by  means  of  rationing,  \ 
and  increased  home  slaughter  of  existing  animals.     Butter  and  cheese,  being  con^^' 
centrated  products,  probably  a;ill  continue  to  be  rmpcrtc'd  by  Great  Britain  from 
distant  Empire  sources,  ^and  even  if  the  United  States  should  obtain  all  of  the 
trade  in  evaporated  milk  fonaerly  going  to  European  neutrals  this  vvould  rcpre-  p 
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sent  only  a  very  small  proportion  of  the  total  disappearance  of  dairy  products 
produced  in  the  United  States.    Much  the  saiae  cmi  be  naid  of  eggs.    And  even 
if  the  belligerents  should  find  it  ine:-:pedient  to  obtain  vjheat  from  distant 
markets  such  as  Australia,  Canada  is  in  a  position  to  supply  practically  their 
entire  requirements  for  some  time  to  come.     It  appears,  therefore,  that  the 
spread  of  the  conflict  in  Europ2  Vvill  result  in  no  large  immediate  gains  in 
export  demand  for  Unit:jd  3tates  farm  prcducbs,  although  the  longer-time  effects 
might  be  more  favorable. 

Despite  all  of  these  unfavorable  effects  of  the  v;ar  upon  exports  of 
United  States  agricultural  coLirrodities ,  the  general  level  of  prices  received 
by  farmers  probably?-  has  bsen  higher  than  it  woulr]  nave  been  if  the  European 
War  had  not  occurred,    Th^  speculatiiie  markets  have  reflected  the  possibility 
of  later  vjar-tima  price  inflation,  aijd  until  the  invasion  of  Folland  and  Bel- 
giimi  these  war  inf luenC'.  s  viev^-  a  factor  of  strength  in  these  m.arkets.  The 
general  level  of  prices  of  faim  products  rose  follovjing  the  outbreak  of  '.var , 
and  has  since  been  maintained  fairly  well.     This  can  bo  attributed  only  in  part 
to  domestic  conditions.    Moreover,  the  v:ar  has  been  ;an  important  factor  of 
strength  in  the  domestic  industrial  situation,  contributing  to  industrial 
activity  and  consimier  incomes  and  h'.-lping  to  support  the  dom^estic  demand  for 
farm  products, 

moiEssaz  coiMoriTY  prices 

Commodity  price  movements  ivc re  confined  to  a  narrow  range,  for  the 
month,  follov/ing  the  rise  which  accompanied  the  spread  of  vrar  to  Scandinavia, 
but  with  some  exceptions  prices  strengthened  again  following  invasion  of  the 
Low  Countries  on  I-fey  10.     On  Mav  14,  the  Bureau  of  Labor  Statistics  index  of 
28  basic  comm^odities  v^as  about  4  percent  above  the  exfcrem-e  low  reached  in 
April,  iind  15,5  percent  above  what  it  was  j^Jst  before  the  WT-.r  in  Europe  began. 
This  index  is  do-'vvn  on.ly  7  percent  fromi  December,  whereas  the  !nederal  Reserve 
index  of  industrial  production,  vjhich  has  declined  about  thjreo  times  as  much, 
is  back  to  about  vjhat  it  was  before  the  war  started. 

Despite  the  depressing  effects  on  comiTiOdity  prices  of  declining  in- 
dustrial activity  and  the  cautious  buying  policies  of  the  first  c[uarter  of 
1940,  no  general  weakness  in  wholesale  nric-s  developed.    Now  that  the  danger 
of  inventory  liouidsticn  has  been  lessened  by  the  im.provement  in  business 
there  appears  little  prob-;bility  of  any  further  substantial  decline  in  indus- 
trial commodity  prices  as  a  result  of  domestic  influvences;  and  barring  m.ore 
unfs.vorable  devclopmients  in  Europe,   is  recovery  proceeds  in  this  country  pricej 
in  general  may  be  expect •..d  to  ^advance  somewhat. 

Recent  developments  in  the  war  in  Europe  have  been  temporarily  unfavor- 
able to  prices  of  seme  commodities,  apparently  because  of  the  possibility  that 
they  may  lead  to  early  tei-mination  of  the  war.     If  the  conflict  should  soon 
become  less  one-sided,  however,  a  sizable  reaction  might  ensue.     Prices  of- 
miany  industrial  raw  materials  and  semA -manufactures  in  urgent  demand  by  the 
Allies  would  benefit  from  more  active  war  demxand.     Increased  exports  of  indus- 
trial goods  will  strengthen  domestic  demand  for  farm  products,  and  the  general 
tendency  toward  advancing  prices  in  wartimie  has  been  present  even  in  farm 
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conniicdity  i^iarketG  in.  this  country  until  the  invasion  of  Holland  and  Belgium, 
Any  increase  in  consumer  "buying  pcv/er  accompanying  the  prospective  gradual 
business  iiuprovement  will  be  a  frctor  of  strength  in  prices  of  meats,  fruits  m 
and  butter,  which  appear  to  have  been  affected  ijnfavorably  to  some  extent  T 
by  the  decline  in  consuiiier  income  in  1940, 

Commodity  price  movements  in  general  have  not  been  sufficient  thus 
far  in  1940  to  have  much  visible  effect  on  industrial  activity,  though 
failure  of  pronounced  price  v/eakness  to  appear  during  the  period  of  sharp 
contraction  in  industrial  production  was  no  doubt  a  decisive  factor  in  pre- 
venting inventory  licuidation.    Such  liq_uidation  probably  would  have  started 
a  "vicious  dovmw'--rd  spiial"  and  thereby  have  delayed  the  upturn  in  industrial 
production.    Price  movements  during  the  rem.ainder  of  1940  probably  will  have 
a  tendency  to  aid  rather  than  to  retard  recovery,  if  an  early  end  of  the 
European  VJar  is  net  foreshadowed  by  military  developments, 

FAB/I  INGOi\'IS 

Cash  income  from  farm  marketings  increased  slightly  from  March  to 
April  instead  of  making  the  usual  seasonal  decline,  and  was  somewhat  higher 
than  in  April  1959,    The  increased  income  resulted  largely  from  larger  mar- 
ketings and  slightly  higher  prices  of  meat  animals.    Incom.e  from  crops  also 
increased  slightly  from  March  to  April.     Croverniuent  pay:rionts  to  farmers  in 
April  were  smialler  than  in  March  and  considerably  sm^aller  than  a  year  ago,  j 
when  they  c-onountcd  to  $90,000,000.  * 

Grain  prices  have  been  extreme  1^^  weak  recently  but  farm  mi^rketings  of 
these  products  ^re  not  large  in  Mey  ai..d  total  income  from  famn  m.arketings  is 
expected  to  mrko  about  the  usual  seasonal  increase  fromi  April,    Marketings  of 
truck  crops  and  rtrawbr-rries  are  important  sources  of  cash  incom.e  in  May,  and 
are  expected  to  increase  more  than  seasonally  from  the  unusually  low  levels  of 
the  past  few  mxonths.    Marketings  of  livestock  ,:nd  livestock  products  are  also 
expected  to  continue  som.ewhat  larger  than  a  year  a^^o ,  and  incomx  from  these  . 
sources  will  probably  total  higher  t^- m  a  year  earDie-r-.     Government  payments 
are  expected  to  continue  relatively  low  in  May,  es  most  of  the  soil  conserva-  . 
tion  and  price  parity  payments  on  the  1939  program  have  been  comLpleted  :ind 
payments  on  the  1940  prograiD  are  not  likely  to  begin  in  voram.e  until  the  last 
half  of  the  year, 

PRICES  pecii^;i:d  aitd  p.^l  by  fari'IERs 

The  index  of  prices  received  by  farmers  in  May  arparently  was  lov/er  than 
in  April,  and  the  index  of  prices  paid  was  the  same  as  in  April,  according  to 
preliminary  indications  based  on  price  chenges  in  wholesale  m.arkets.  Farm 
product  prices  were  erratic  following  the  spread  of  w=it  to  the  Low  Countries, 
At  first  gains  predominated,  though  cotton  prices  declined.     Later  extreme.  , 
weakness  developed  in  grain  m-rrkets,  more  than  cancelling  the  initial  rise. 
The  May  declines  in  dairy  product  and  vegetable  prices  were  due  largely  to 
seasonal  factors,  as  w-s  ^he  strength  in  fruit  and,  to  a  lesser  degree,  in 
poultry  products.    The  com.posite  index  of  meet  animal  prices  probably  changed 
little  between  mid-April  and  May,  whereas  cotton  ar.d  grain  prices  were  lower. 
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Th8  general  level  of  farm  prices  in  April  was  9S  percent  of  the 
1^10-14  averaq-e,  the  sPiiie  as  in  September  1939^  v'hen  the  index  a.dvariCed  10 points 
in  large  measure  in  response  to  the  outbreak  of  v'ar  in  Europe.    The  April 
inde:;  was  9  points  highxer  "bhan  a  year  earlier ^  v^hercas  the  index  oi  prices 
paid  rose  orly  3  pcir.ts  betv;een  A.pril  193^  and  April  IvA'"^* 

As  a  result  of  the  larger  rise  betv;een  April  1939  and  April  1940  in 
prices  received  than  in  prices  paid^  the  ratio  of  the  former  to  the  latter 
advanced  from  ?4  .to  bO  percent  of  the  1910-14  average.    At  80  the  ratio 
was  the  same  in  xlpril  as  in  the  ;orecedi.ng  month  and  also  was  the  same  as 
in  September  1939;  vThen  a  rise  o^  6  points  occurred. 

COTTON 

From  April  3  to  May  L  the  daily  average  price  o?  Middlijig  7/o-inch 
cotton  in  the  10  markets  varied  between  10.39  and  10.55  cents.  Follovfing 
the  spread  of  the  war  to  Belgium  and  Hoi]. and,  the  price  in  these  markets 
declined  to  9.92  ^ents  on  Hay  10,  the  lov.^est  sincc^  early  December.  After 
a  slight  recovery  on  May  11  and  13^  the  average  dropped  to  9.60  cents  on 
Ma.y  14.     The  droo  on  the  latter  date  wavS  y ■■"comrjanied  by  a  sharp  decline  in 
tlie  prices  of  a  number  of  other  commodities  and  of  securities,  growing  out 
of  the  uncertainties  in  Europe.    During  the  second  week  of  May  last  year 
the  price  in  these  markets  averaged  9.0?  cents. 

Domestic  m.anuf a.cturers '  sales  of  unfinished  cotton  goods  appear  to 
have  "been  materially  below  production  during  the  past  month.    Except  for  a 
brief  period  in  early  Aprils  C'ls  has  characterized  the  situation  for  the 
most  part  since  early  December.    Despite  the  sharp  decline  in  mill  activ- 
ity since  Decemiber,  the  position  of  manufacturers  is  such  that  a  more-than- 
seasonal  decline  in  activity  is  believed  ILt-ely  uo  occur  during  the  next  2 
or  3  months  unless  saxes  improve. 

There  was  some  seasonal  decline  in  tiie  daily  rat-e  of  mill  consump- 
tion in  April,  buo  the  624,000  bales  consumed  for  the  m^onth  exceeded  con- 
sumption in  April  last  year  by  15  percent.    The.  9-riionth  (Aug-ast  to  April) 
total  of  5,955,000  bales  exceejied  that  of  the  cor^esnondinr-  period  last 
season  ai^.d  the  season  before  by  16  and  34  percent,  respectively.     It  was 
second  only  to  the  record  cons^iirption  of  the  lilce  period  in  1936-37. 

The  recent  spread  of  the  war,  along  with  the  increased  air  raids, 
has  reduced  the  outlook  for  cotton  cons-umption  in  Europe.     In  Belgi'am  and 
Holland  ccmbixned,  where  mill  operations  have  been  severel^^  disinipted  by 
military  activities,  milj.  consimiption  of  all  cotton  tot-aled  close  to 
600,000  bales  in  each  of  the  past  fo-ur  s^^asons.     In  Great  Britain  a  ration- 
ing scheme  w^as  recentlv  announced  restricting  the  sale  of  cotton  text-.iles 
for  dom.estic  consuriiption  to  about  75  percent  "of  the  pre-war  level.  This 
vras  desi.gned  to  facilitate  the  filling  of  military  orders  -and  to  insure  an 
adequate  supply  of  goods  for  export.    While  the  British  hom.e  trade  is  esti- 
F;ated  to  -account  for  about  two-thirds  of  the  outout  of  British  mills,  the 
schem.e  m.ay  not  reduce  ndll  consujrption  within  the  near  future  but  m^ay  do 
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so  over  a  lon.'er  period.  Cotton  mill  activity  in  Europe ^  outside  the  Ger- 
nien  area^  jn  Canada  and  in  paits  of  China  is  believed  to  have  continued  a.t 
a  high  rate  through  April.  In  Japan  and  India^  further  reductions  in  cot- 
ton consumption  have  occurred  within  recent  weeks. 

Exports  Oi  Ai'aerican  cotton  from  Aunist  1  through  Hay  13  totaled 
5,706,000  bales  compared  with  3,035,000  bs,les  to  the  corresponding  date 
last  season.    Exports  to  Gi-eat  Britain  uo  to  May  9  were  about  U-^/U  times 
as  large  as  in  the  corresponding  period  last  year  and  exports  to  France 
and  Italy  about  twice  as  large.    These  and  other  material  increases  have 
much  more  than  offset  the  sharp  dec].ine  in  expo?:i:s  to  central  Europe. 

The  'veather  Bureau  report. s  have  indicated  that  the  vfeather  in  much 
of  the  Cotton  Belt  has  been  mostly  unfavorable  to  cotton  during  the  1+ 
weeks  ended  May  7.    Early  trade  reports  indicate  that  cotton  acreage  will 
be  increased  somevmat  in  a  n'umber  of  foreign  countries  and  possibly  in  the 
United  States  in  1940, 

?JHSAT 

Domestic  Yrheat  prir-es  declined,  during  the  past  4  v;eeks.  For  the 
vveek  ended  April  22  the  July  futures  closing  prices  at  Chicago  averaged 
109  cents,  which  was  the  highest  since  the  fall  of  1937.  Then  prices  de- 
clined to  an  average  of  106  cents  for  the  vreek  ended  May  11,  ir^fluenced 
largely  by  improved  domestic  crop  conditions  and  hea^rf  market  receipts. 
On  May  14  and  15,  liquidation  becam.e  hesivy  following  the  turn  of  events  in 
Europe  and  prices  declined  the  10-cent  limit  on  both  days. 

The  dom.estic  wheat  supplj--  in  .19^0-41  is  expected  to  total  approxi- 
matel.3'  949  million  bushels  accordinr-  to  present  indications.    This  includes 
an  estimated  1940  crop  of  675  liiillicn  bushels  and  the  July  1,  1940  carry- 
over of  274  million  bushels,  which  does  not  include  crop  Insurance  reserves 
estimated  at  15  mll].icr  bushels.     On  the  basis  of  supplies  of  949  mdllion 
bushels,  prospects  that  domestic  disappearance  in  1940-41  may  total  about 
665  m.illion  bushels  and  shipmients  to  our  possessions  3  million  bushels, 
the  quantity/  available  for  export  and  for  carry-over  on  July  1,  1941  v'ould 
be  about  2B1  million  bushels.     The  total  domLCstic  supply  in  1939-40  was 
l_j003  million  bushels,  consisting  of  a  carry-over  of  24o  million  bushels 
(excluding  insurance  reserves  of  6  million  bushels)  and  a  crop  of  755  mil- 
lion bushels. 

Growing  conditions  for  the  1940  vrorld  wheat  crop  continue  belovj 
norm.al  in  many  important  producing  areas,  and  the  crop  will  require  favor- 
able conditions  for  the  remainder  of  the  season  to  malve  average  yields  per 
acre.    With  no  increase  in  acreage  probable,  it  seems  reasonable,  accord- 
ingly^ to  continue  to  expect  that  the  1940  world  crop  wil.l  be  sm.aller  than 
that  of  1939,  when  yields  v/ere  above  average.     This  v/ould  resu].t  in  a  re- 
duction in  the  large  world  carr)--over  hj  July  1941. 

FEED  GRAINS 

The  cash  price  of  com  advanced  about  8  cents  per  bUvShol  folloTving 
the  German  occupation  of  Non-^ay.     Corn  futures  advanced  2  cents  per  bushel 
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fcllowing  the  invas.'-cn  cf  Holland  and  Eel^gijii'i;,  but  then  decljjied  about  ? 
cents  per  bushel  on  May  13  and  I4.     This  sharp  decline  would  indicate  that 
the  cash  price  of  Mr.  3  Yellow  com  at  Chicago  is  no?/  dowi  near  the  early 
April  level  of  about  60  cents  per  bu.shel.    A  similar  drop  in  prices  at 
local  markets  vjould  hrin.^  prices  cjjvm  belovv"  50  cents  per  t)U3hel  throu^^hout 
Hiuch  of  the  Corn  Eelt^  cr  Yrell  nelov.-  t^.ie  loan  rate.     Some  com  has  been 
unsealed  in  recent  weeks  as  cash  prices,  esoecially  of  some  types  of  corn 
in  local  Corn  Eej-t  ai^e.as  have  advanced  above  the  loan  rate.     The  recent 
decline  in  prices  may  tend  to  discoura-^'e  an  additional  unsealin^^  of  corn. 

■Teather  conditions  during  April  Yvere  quite  favorable  for  hay  snd 
pastures^  and  improveniont  of  these  crops  :7as  marked  during  the  iiionth.  The 
condition  of  the  hay  crop  on  Kay  1  Yv-as  reported  to  be  BO  percent  01  normal 
compared  -rith  SI  percent  last  year  and  7^^  percent  for  the  1929-3S  average. 
Stocks  of  hay  on  lia3"  1  Vvore  estlnated  to  be  10.9  million  tons  compared 
with  16.4  million  tons  last  year  and  9.0  million  tons  for  the  1929-38  av- 
erage.   Pasture  conditions  on  i'^ay  1  Tvcre  about  the  same  as  the  average  for 
I929-3S  but  slightly  below  conditions  last  .3^ear. 

April  1  stocks  of  corn  throughout  the  entire  Corn  Belt  area  east  of 
the  Missouri  River  vrere  inuch  larger  than  192S-32  average  stocks.    Even  af- 
ter deducting  corn  sealed  on  f  arms^  the  snccks  remaining  vrerc  miuch  above 
this  average  in  most  of  this  area  and  generally  amnle  for  the  livestock  to 
be  fed. 

The  recent  spread  of  the  European  V;ar  into  Belgium  and  ?iGlland  can- 
not be  expected  to  have  any  si.qTiif leant  effect  upon  exports  of  domestic 
corn.    Dom^estic  exports  decliried  to  practically  nil  follovring  the  harvest- 
ing of  the  large  Argentdnc  crop  with  Argentine  corn  available  at  Liverpool 
at  about  25  cents  per  bushel  lov/er  than  United  States  corn.     The  export 
subsidv  program  for  corn^  announced  b.y  the  Surplus  Corjiiodities  Corporation 
on  May  9,  will  increase  exports  substantially  during  the  ne:d:  few  months, 
since  about  25  million  bushels  l-iave  already  been  sold  for  exp^ort  under  this 
program^  and  an  additional  quantity  is  expected  to  be  sold.    All  this  corn 
will  be  sold  from  supplies  held  bv  the  Corrmodity  Credit  Corner a^ ion. 

OILSEEDS,  FATS,  AID  OILS 

Factory  production  of  prin.ary  fats  and  oils  in  the  first  quarter  of 
1940,  totaling  about  2,24?  million  pounds,  Y.^as  1?  percent  greater  than  in 
the  corresponding  perioc  of  1939,  vith  lau'd  and  greases  accounting  for  the 
major  part  of  the  increase.     Net-  imports  of  fats,  oils,  and  oil-bearing 
materials  in  terns  of  ci-.ide  oil  totaled  approxijmtely  352  million  pounds, 
18  percent  less  than  in  the  first  cuart..er  last  year.     Stocks  of  fats  and 
oils  increased  during  the  quarter  and  on  March  31  v'ere  7  percent  larger 
than  a  year  earlier. 

Little  change  occn.rred  in  prices  of  m_ost  fats  and  oils,  and  of  do- 
mestic oilseeds  during  April.     However,  the  Germian  invasion  of  Denmark  and 
Norway  brought  about  a  sharp  rise  in  prices  cf  miodicinal  cod-liver  oil  in 
domestic  markets.    L^ore  than  half  cf  the  domestic  rec;uiremcnt s  of  cod  and 
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Prices  of  doEiestic  oilseeds  and  of  most  fats  and  oils  were  higher 
in  April  this  year  than  last,  reflecting;  a  generalXj*^  stronger  deiaand  situ- 
ation.   Prices  of  lard,  urease t  ef  fats,  and  coconut  oil,  however,  were 
sojuet^at  lower  than  those  :i  a  7:  ar  earlier,  chief  Ij'  because  of  increased 
sue  z lie  3  of  lard  and  gieares  in  -l_s  country  and  of  copra  in  the 
Phili:-i-eE. 
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Price i  oc  hegs  rose  slar  lj  followinf;  the  GeiTi^an  invasicn  ci 
Scandinavian  countries  on  April  9.    The  average  price  of  butcher  l:rs  at 
Chicago  for  the  wee'.:  ended  April  6  ?ras  $4.90;  for  the  weelc  endei  ..cril  13 
it  Tras  S5.I5;  and  for  the  week  ended  April  2?  it  was  $6.20.    The  rise  in 
cricce  auring  the  second  week  cf  April  was  accoiapanied  by  scsae  increase  in 
hog  niarlietings.    As  there  has  benn  no  iiiprovemont  in  consujaer  der^and  in 
the  past  2  raonths,  the  riez  in  hog  prices  in  the  second  week  of  April  isay 
have  been  brought  atxnit  chiefly  by  speculative  nnlcncee.     In  the  last 
half  cf  Aoril,  ho-.7ever,  marketings  were  reduce!  c     c-a  niall^,  and  this 
_r:n  i:l  -  aeceiJiits  for  the  advance  in  prices  af  ^er  ^l.e  5c:nci  "eek  of  the 
nine        _r.  eej"ly  May,  hor  marketings  increased  and  rrii  c  zzzLzsied 
n;  icratel.T. 


rcr  Lhe  entire  month  zi  Acril,  inspected  1:^  clac  rnoer  totaled 
3;ci:.:::  l  ac.  alcut  9  percenc  s  nller  than  clac  cc  Icarch,  but  23  cerceni 


cracec  .:  c:rn  _.ri:ec.  ./.erelrre.  did  n.c  cla:cge  mcl  =:cd  ccncinned  consid- 
erablj  eel;-;':  average. 
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Exports  of  pork  and  lari  decreased  sharply  in  March,  largely  es  a 
result  of  reduced  shipF.ento  to  Canada  and  Great  Britain,    Little,  if  any, 
increase  in  exports  of  hog  products  is  e:,pected  to  rarult  in  the  neur 
future  from  recent  developments  in  the  European  war. 

Total  slau^^iter  supplies  of  cattle  in  19^0  are  not  "expected  to  he 
greatly  different  from  these  of  1939*  ^'■^'^  total  marketings  of  fed  cattle 
in  the  remainder  of  19^0  vvill  he  larger  than  a  year  earlier,  and  irarkctings 
of  other  cattle  (mostly  hreoding  stock)  xrill  he  smaller.    The  proportion  of 
vrell- finished,  long-fed  cattle  in  total  marketings  ha.s  hoen  fairly  small 
during  the  past  3  i^'Onths  tut  vvill  increase  seasonally  during  the  early 
sumnor* 

Prices  of  all  grades  of  slaugliter  cattle  advanced  d^aring  April  in 
spite  of  an  increase  in  the  T/cokly  rate  of  inarketings»    prices  vzcakenod 
slightly  in  early  May,  however,    "he  April  advance  v/as  most  pronoiiiicod  for 
prices  of  the  lower  grades  of  slaughter  steers,  which  had  remained  fairly 
steady  since  ahout  last  October,    The  average  price  of  good  grade  slaughter 
steers  at  Chicr^o  for  the  week  ended  Moy  11  was  ahout  $10. CO,  compo.rcd  with 
$9«50  for  the  first  week  of  April  and  $10«10  in  the  co;rro spending  week  cf 
1939»    Until  earl;;/  May  this  year,  prices  of  slaughter  cattle  had  teen  con- 
siderahly  lower  thrJi  a  year  earlier.    Prices  last  2^"-^-*  tended  rather  shaiply 
downward  d-oring  the  sp^ring  and  e-^ji'ly  summer»    Prices  of  feeder  steers  have 
risen  fairly  sharply  since  late  winter  rnd  are  now  a  little  higher  then  they 
were  a  year  earlier. 

The  numcer  of  cattle  slaU:,;;;i2t ered  under  Federal  inspection  during  April 
totaled  fjhfOOC  head,  ahcut  7  percezit  raore  than  in  llarch  .and  14  percent  more 
than  in  ipril  last  year.     Slaughter  supplies  of  cattle  in  the  first  k  months 
of  I9U0  have  totaled  ahcut  5  percent  larger  theji  in  tne  corresponding  period 
of  1939*     Inspected  calf  slaughter  in  April  also  was  larger  than  a  month 
earlier  cvA  a  year  earlier,  hut  the  total  for  the  first  4  months  of  19^  was. 
slightly-  smaller  than  in  the  first  h  months  of  1939.     Sliipmonts  cf  stocker 
and  feeder  cattle  in  the  past  3  mionths  have  heen  smaller  than  a  year  earlier* 

Total  markoti2igs  of  sheep  imd.  l?.mhs  in  Ivlay  and  June  are  exoected  to 
he  lojrgor  thon  a  year  earlier,  with  increases  in  hoth  early  lamhs  rjid  grass 
fat  yeo.rlings«    Weather  and  feed  conditions  in  April  were  exceptionally 
favorahle  over  nearly  r2.1  of  the  early  lamhing  areas  of  the  Par  TTestem .  St  ates. 
Shipments  of  California  Inmhs  in  Ur^  will  he  materiellj'  larger  than  those  of 
last  year  and  will  include  fewer  feeder  li^mhs,    M?.rketings  of  early  lemhs 
from  the  Northwestern  States  (Idaho,  Oregon,  Washington)  may  he  epj.'lior  then, 
usual* 

In  the  early  lemhing  areas  of  the  Southeastern  States  end  the  Com 
Belt,  the  spring  continued  late,  hut  recent  rains  indicated  good  pastures 
in  Mny  end  J^one.    The  condition  cf  lamhs  in  these  two  areas  on  I'oy  1  was  helow 
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avorago,         the  pro-oortion  of  early  l.-mlDs  marketed  iDefore  Juljr  1  will  "be 
smaller  than  usual. 

Prices  of  spring  lames  have  fluctuated  considerahly  so  far  this 
season  hut  have  averc^^ed  little  different  from  a.  year  earlier.    The  average 
price  of  good  rnd  choice  spring  lamos  at  Kansas  City  for  the  week  ended 
May  11  was  $10, 60,   slightly  higher  thon  a  month  earlier  hut  ahcut  the  same 
as  a  year  earlier.    Prices  of  fed  Icjnhs  strengthened  during  the  first  half 
of  April,  hut  part  of  the  .advance  was  lost  during  the  last  half  of  the  month 
and  in  early  May.     The  average  price  of  good  and  choice  woolcd  Ipjnhs  (old 
crop)  at  Chicago  for  the  week  ended  May  11  was  $10.35i  compared  -./ith  $10.10 
in  the  first  week  of  April  rnd  $10.45  in  the  corresponding  week  of  1939« 
In  most  weeks  since  early  Jcnuarjr  prices  of  fed  lanhs  have  averaged  higher 
than  a  year  earlier.    Total  slaughter  supplies  of  sheep  and  lamhs  in  the 
first  U  months  of  19^K)  have  been  ahout  the  same  as  a  year  earlier,  hut  prices 
have  heen  supported  hy  a  somewhat  stronger  consT:ijncr  demrnd  for  meats  and 
higher  wool  prices  than  in  the  first  U  m.onths  of  1939« 

Sl-aughter  supplies  of  sheep  and  lamos  increa.sed  ahout  7  porcent  dur^ 
ing  April.     Inspected  slau.^xtor  for  the  month  totaled  1,355*000  hea^d,  ahout 
10  porcent  more  than  in  April  last  year.     The  increa.se  over  a  year  earlier 
appea.rs  to  ha^-ve  heen  duo  to  larger  marketings  of  fed  lajnhs,  as  marketings 
of  spring  lamhs  during  April  v/ere  reported  to  ha.ve  heen  relatively  sma.ll  in 
cor.pa„rison  with  last  year,  when  shipments  were  stimulant ed  hy  "onfavorahle 
range  and  pa.sture  conditions.     Shipments  of  fed  lamhs  from  the  -jest em  feed- 
ing are-\s  v/ere  ahout  completed  in  April;  new-crop  lamhs  v/ill  constitute  the 
hulk  of  the  slaughter  supply  for  the  next  several  months. 

WOOL 

Domestic  prices  of  i^ost  v/ools  declined  moderately  in  early  April  hut 
later  in  the  i.ionth  advajices  vrere  reported  on  a  few  lines,   chiefly  short  wools 
and  3/S  and  l/U  hlood  fleece  wools.     Sales  at  Boston  continued  relatively 
small.     Country  ^packed  3/^  a-nd  l/U  hlood  hright  fleece  v/ools  of  the  new  clip 
were  sold  early  in  May  at  35~'3^  cents  a  pound,  grease  basis,  delivered  to 
mills,   compared  with  3^"*35  cents  a  month  earlier.     Similar  wools  sold  in  May 
1939  at  27-28  cents  a  pound. 

Factors  affecting  domestic  wool  prices  favorahly  in  the  next  few 
months  will  he  the  relatively  sm.all  wool  supply  in  this  country  and  the  strong 
foreign  dem.and  a.rising  frora  war  conditions.     The  prospect  for  a.  lower  level 
of  domestic  mill  consur.ipt ion  this  year  th^an  last,  however,  will  he  a  weaken- 
ing influence  upon  dom.cstic  prices. 

Stocks  of  appa.rel  wool  held  hy  United  States  dealers  and  D.anufacturers 
including  wool  afloat,  totaled  169  million  pounds,  grease  hasis,  on  Ma.rch  30« 
An  additional  11  m.illion  pounds  of  domestic  shorn  wool  was  estima.ted  to  he 
on  ranches  and  farr.s  and  in  local  warehouses  in  the  I3  Western  sheep  States 
on  Ma.rch  30.     Toto/l  stocks  on  a  grease  hasis  reported  at  the  end  of  March  were 
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7  million  -po-ujids  smaller  than  a  year  earlier,  and  were  the  smallest  in  6 
years  of  record. 

United  States  imports  of  apparel  t/oqI  for  consumption  totaled  66 
million  poimds  in  the  first  qiiarter  of  this  year.    The  Jonuary'-Mar ch  imports 
this  year  were  much  larger  than  imports  for  the  saiae  period  of  any  recent 
year  except  1937>  when  7^  million  po-ojids  v^'ere  imported.    Although  stocks  in 
the  United  States  on  April  1  v/ere  small,  such  stocks  plus  the  nev/  domestic 
clip  now  "being  marketed  -orobcihly  v/ill  he  in  excess  of  mill  requirements  for 
the  next  several  months,     Conseque2itly  imports  are  expected  to  decline  suh- 
stantially  in  the  late  spring  .and  sir"a?:iGr. 

Mill  consmption  of  apparel  yjooI  in  March  T/as  17  percent  lower  than 
iXi  Fehrimry  and  was  35  percent  helow  the  pecik  of  October  1339»    Sut  March 
consmnption  was  slightly  larger  than  average  March  consumption  for  the  10 
years  1929-"3^«     Cons'umption  of  apjiarol  wool  in  the  first  3  months  of  this 
year  was  3  percent  smaller  than  in  the  same  months  last  year. 

Wool  prices  in  foreign  ma-rkets  did  not  change  ma.terially  in  April. 
The  "bulk  of  supplies  of  comhing  vrools  of  the  1939~^  clip  in  South  Africa 
and  South  America  have  "boon  sold,  ^ind  it  appears  likely  that  the  carry-over 
of  good  qua.lity  wools  into  the  19^'"-^41  season  in  those  countries  will  be 
small, 

PUTTER 

0 

In  April  there  was  a  small  seasonal  decline  in  "butter  prices  rjid  in 
early  May  some  recovery.    Most  of  the  sea.sonal  decline  in  huttcr  prices 
usually  occm^s  "before  mid-Ma^y,     Tlic  decline  in  cusiness  activity  which  has 
tended  to  depress  hutter  prices  since  Decemher,  appears  to  he  a/Dout  over* 
The  genera^l  level  of  prices  and  "biisiness  is  decidedly  higher  than  a,  year  ago. 
These  factors,  together  with  the  prosj^ect  of  a  good  storage  demaaid  ai-re  es^- 
pected  to  maintain  hutter  prices  during  the  coming  summer  at  a  decidedly 
higher  level  than  in  the  summer  of  1939* 

Up  to  April  1  the  European  war  ha<.d  little  ef f  ect  '  on  stinula.ting  the 
foreign  demand  for  United  States  dairj-  products.     The  occu^oation  of  Denmark 

Germany  and  the  spread  of  vzar  to  the  Low  Countries  has  altered  the  outlook. 
Denmark  and  Holl.atid  v/ere  important  countries  in  exports  of  daiiy  products. 
It  is  expected  that  our  exports  of  dairy  products  will  he  st imula..ted,  par- 
ticularly for  concentrated  milks,  to  a  less  extent  for  cheese,  and  prohaDly 
still  less  for  "butter.     Oar  imports  of  cheese  m.ay  he  sharply  curtailed. 

Production  of  creamery  hxitter  in  March  vvas  2  percent  less  than  in  March 
1939,  hut  the  second  highest  on  record  for  the  month.    Weekly  reports  indicate 
that  during  April  and  early  May ,  pro  duct  ion  was  aoout  the  sajiic  as  the  rela.tively 
high  production  in  the  same  period  of  I939.     The  outlook  is  for  relatively 
heavy  production  during  the  smioer  ualcss  the  weather  should  he  i;nf a.vorahle. 

In  March  the  apparent  consumption  of  cre^imery  hutter  was  about  5  per- 
cent less  than,  the  record  consumption  in  March  1939.    "Ihis  decline,  however, 


was  dne  to  the  reduction  in  tli3  distrzlDUtion  of  "butt^^-r  for  relief,  ^Trade 
output  through  regular  comraercial  chai-nels  rras  acout  2  r^ercent  larger  tiian 
a  year  earlier.     He  tall  prices  v;ere  decidedly  higher.     The  changes  in 
coimnercial  consuinption  --And  retail  prices  indica^te  tho.t  consumer  expenditures 
for  hutter  in  March  ivero  atout  l6  percent  larger  than  in  the  same  month  of 
1939*     It  is  erv^ected  that  consLTinor  o:-5)3nditures  for  lutter  during  the  con- 
ing s"'inimer  will  continue  decidedly/  higher  then  in  the  suinmor  of  1S33* 

The  past  seaso.n  was  a  favorahle  one  for  storage  operators  end  a.  good 
storage  demand  rtppoai's  in  prospoct. 

POuLTHI  ilHD  ZCrGS 

Total  egg  prcduoticn  during  the  first  half  of  this  year  mcy  equal  or 
slightly  cicceed  production  in  the  corresponding  monthn  of  1939.  c-von  though 
production  for  the  first  quarter  of  l^'^l-O  was  slightly  less  than  a  yerx 
earlier.    Egg  production  in  the  last  half  of  the- year,  howcv.er,  is  erpiected 
to  "be  less  than  a  year  earlier  "becauoe.  of  the  prospective  smaller  total 
hatch  in  1340.     Storage  t^tocks  of  nholl  ond  frozen  eggs  thus  far  in  the 
into«<»3tox-ago  season  hs.ve  not  acvrairr.il at cd  to  the  e:rtont  that  they  did  last 
year,    Herce,  with  the  cipocted  increaiio  in  cons^amer  huj/ing  po^cr  d-oring 
the  remainder  of  the  year,  eg^  prices  may  tend  to  increase  as  compared  T7ith 
prices  a  year  earlier..  Axiy  sliglat  increase  in  the  oxp'Ort  demand  for  eggs, 
resulting  from  the  war  in  Suropo,  is  not  cxoected  to  have  a  significar.t  offe 
on  domestic  egg  prices.     Sgg  marketings  have  reached  the  prooaDlo  seasonal 
peak  for  the  year  end  Federal  Surplus  Connodities  Corporation  purchases  have 
continued  rel-atively  large, 

Tlic  price  of  chiclcons  is  c:5}ccted  to  continue  to  rise  relative  to  J 
prices  a  year  earlier  despite  the  larger  supplies  of  poultry'  ncv/  on  f arms*  ■ 
The  19^  hatch  is  sniall^r  than  the  1939  hatch  and  stocks  of  stora{i:o  poultry 
(excluding  turkeys)  are  smaller  than  a  year  earlier,     Cons"amer*  3  income  is 
er^qpectcd  to  continue  higher  thnn  a  year  earliert 

The  out- of- storage  movement  of  turkeys  during  April  was  the  largest 
on  record  for  that  month,   out  stocks  on  May  1  continued  the  largest  on  re- 
cord for  that  date.    Marketings  of  poultry  (fresh  and  frozen)  have  ahout 
reached  the  seasonal  low  for  the  j/'car. 

Prices  of  feed  prohahly  v/ill  remain  relativcily  high  and  the  feed-egg 
ratio  will  continue  unfavorable  for  producers  during  the  ne::t  few  months, 
Poultr;^-  feed  costs  in  the  last  half  of  the  year  will  "be  affected  to  a  con- 
siderahle  entent  by  the  size  of  the  19^40  feed  crops, 

POTATOES 

lvlD.rket  prices  of  potatoes  declined  in  recent  weeks  as  a  result  of 
increased  marketings  of  the  new  crop.    Prices  of  now  potatoes  "broke  sharply 
during  the  latter  part  of  April  r:nd  in  early  May  as  shipments  from  California 
and  Florida  increased  sharply.     The  harvest  in  Alabama  raid  Louisi-na,  how^ 
over,  is  indicated  to  "bo  lo.tor  tlirii  that  of  last  season. 


Co:-.iraercia"i  prcdiicbicn  of  jotctocs  in  the  second  section  of  early- 
States  is  indicated  to  totc.l  [I0»2  mil"i.ion  Ic^MBriels  this  season,  or  a.ho-at  1 
million  "burhels  roro  than  was  p:"od-iced  in  this  area  in  1939*    Most  of  the 
increase  occurs  in  California,  ■'.'.■here  a  record  large  crop  is  indicated. 
The  harvest  has  heen  in  progress  fo?"  s^me  tine  in  Galifornia  ond  it  is  just 
getting  sta„rted  in  uhe  other  Statesa     Zl  is  proha'ble,  therefore,  that  market 
suppliss  durirg  most  of  May  nill  "be  slightly  larger  thsn  the?''  wore  last  year* 
Because  of  reduced  plantings  in  the  second  early  and  int ernnediate  Stades 
this  season,  however,  narhet  s'Upplies  in  Oxfae  and  early  July  may  he  some^.vhat 
lighter  th:.n      y^ar  oarDder, 

dhe  sharp  decline  in  cr.rlet  shipments  of  old  stock  potatoes  in  recent 
•vvecks  indicates  that  the  ULXk^^ting  ..eason  is  nearing  completion.     Only  Idaho, 
iviaine,  Michig'n,  hinnesota  and  North  Dakota  are  shipping  in  considerahle 
yolume.     It  is  probahle  thad  ^he  suaply  of  old  stock  remaining  for  shipment 
is  slightly  smaller  than  that  of  a  year  earlier. 

THICK  CEOPS  . 

/ilthcugh  •^•hc  -v/eather  has  continued  too  cool  -nid  wet  for  satisfactory 
groT7th  of  many  tender  yegetahles,   somevdiat  hotter  nrogress  has  been  made  in 
recent  v/eeks,     Thn  source  of  market  supplies  is  gradually  expending  -and 
shifting  nor thvrarc\.     Supplies  of  asT)Q^-e^''-2 ,  heets,  carrots,   spinach,  en.d 
^od. err^elcns  are  new  indicated  to  he  slightly  larger  than  in  1939  >  "t'-'t 
supplies  of  most  oth-^r  tr^nck  crops  o.re  smaller,     S^O-uplies  of  lim.a  heens, 
snap  "bc-'^A'is,  c  ej^i  tad  cups ,  eggplent ,  lettuce,  onions,  pep^^ers,  and  tomatoes 
are  parti crlarly  small  as  comoared  with  a  year  earlier.     It  prchahly  will 
he  the  lattr:r  part  of  J-UxO  or  eerly  July  hefore  track  crop  supplies  attain 
normal  level s. 


Largely  as  c  result  of  the  continued  scarcity  of  supplies,  truck  crop 
p'^ices  in  early  Mou^r  o.yer.aged.  semiowhat  higher  than  a  yeo.r  earlier.     A  higher 
level  of  consmjner  purchasing  nower  e„lso  has  heen  a  contrihuti/ig  factor*  In 
gvoncral,  the  seasoneJ.  trund  of  prices  is  downward  dojring  this  period. of  the 
year,  and  market  prices  of  a  raamher  (^f  vegetables  have  declined  in  recent 
weeks,    prices  of  lima  heens,  -carrots,   ecoiliflower ,   celery,  lettuce,  onions, 
and  tomatoes,  h^7;c^.-er,  have  ad-mjiced.     These  changes  have  reflected  largely 
contrr-r- seasonal  shifiis  in  markjt  sunplios. 

ITBTITS 

Although  it  is  too  early  to  oh  tain  an  accm\ate  o.ppraisal  of  the  pros- 
pect for  fruit  prochaction  in  13^40,  the  prohohilit ics  are  that  supplies  of 
most  fruits  this  season  will  he  smaller  th'.m  the  relatively  large  supplies 
availahle  last  year*     With  few  exceptions  production  prohahly  will  he  ahout 
average.    M^'^reovcr,  d.mestic  comsumor  demand  for  fruits  is  likely  to  he  somo" 
what  improved  over  that  of  the  1333-40  season.     These  two  favorahle  factors 
prohahly  will  offset  to  a  large  extent  the  nnfavorehle  influence  of  possihle 
losses  in  the  errcort  market. 

As  ceigDared  with  1339,  increased  prOv-'oict ion  of  California  surmer 
or-anges,  lem.ens,  and  dried  pr^anes  is  expected  to  he  more  than  offset  hy  de^ 


creased  output  of  other  i^'^j.it  crc-pr»    Er.rly  re;^:^orts  indicn.te  thct  peach  pro- 
duction in  I9U0,  particular]."  in  the  Southein  ctA  North  Central  States,  pro"b- 
abl7  -Jill  'be  suost '^ntially  sLialler  thtin  in  1939*     -'^s  crop  in  Calif ornica, 
a  large  oortlon  of  v/hich  ie  ugha- Lly  used  for  canair.^  and  dr3"inc,  is  ^.ikelj 
to  to  10  to  15  percent  r,.r.:aller  than  last  joct**  b  relativel/  lar^e  production. 
California  ■iroauction  of  apples,  pears,  rrapos,  aprico-cs,  plans,  rjid  cherries 
is  also  likolry  to  he  reduced  sonev/hat  this  season  as  conpared  v/ith  1939 •  ^^o^ 
the  covuitr:/  as  a  \7hole,  the  indications  are  that  the  supply  of  nost  of  these 
fruits  in  19^0  prohahliy  vdll  'go  aooat  average. 


Because  of  the  reduced  no.rket  supplies  of  Florida  oranros  and  Florida 

and  To::as  ^Tapeirrdt,  occrsicned  ty- the  3 ate  January  freeze,  prices  of  nost 

cit ras  crops  have  risen  sharply  in  recent  \/eoks»    Prices  of  ooth  Florida  and 

California  or'^r:f:cs  h:ivo  .advrncod  ator.t  75  cents  "Dcr  do:-.     The  narketing  season 

for-  these  fruir-r  \7ill  he  corpl'-ted  soon,  leaving  only  California  rnd  Arizona 

late  vari.ctics  to  he  harvested.  | 

{I 

The  nnd  of  the  nark'^tin.p  season  for  cold  storage  apples  is  also  ap- 
prooxhing,  '^nd  narket  jDrices  have  o.dvejiced  seasonally  in  recent  v:ccks.  Cold 
stcra-5;e  holdings  on  May  1  totaled  J,,G  riillicn  tushels  ccnpared  v:ith  U. 7  nillion 
Dushels  a  yeo.r  earlier  and  U.b  million  tushels,  the  recent  5~yGar  e.verr^'G  for 
Mny.  1. 
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